
846 

5 CFR Ch. LXV (1–1–05 Edition) § 7501.103 

§ 7501.103 Waivers. 
The Designated Agency Ethics Offi-

cial may waive any provision of this 
part upon finding that the waiver will 
not result in conduct inconsistent with 
5 CFR part 2635 or otherwise prohibited 
by law and that application of the pro-
vision is not necessary to ensure public 
confidence in the impartiality and ob-
jectivity with which the Department’s 
programs are administered. Each waiv-
er shall be in writing and supported by 
a statement of the facts and findings 
upon which it is based and may impose 
appropriate conditions, such as requir-
ing the employee’s execution of a writ-
ten disqualification statement. 

§ 7501.104 Prohibited financial inter-
ests. 

(a) General requirement. This section 
applies to all HUD employees except 
special Government employees who are 
not ‘‘covered employees’’ as defined in 
§ 7501.106(b)(1) of this part. Except as 
provided in paragraph (b) of this sec-
tion, an employee, or an employee’s 
spouse or minor child, shall not di-
rectly or indirectly receive, acquire or 
own: 

(1) Securities issued by the Federal 
National Mortgage Association 
(FNMA) or securities collateralized by 
FNMA securities; 

(2) Securities issued by the Federal 
Home Loan Mortgage Corporation 
(FHLMC) or securities collateralized 
by FHLMC securities; 

(3) Federal Housing Administration 
debentures or certificates of claim; 

(4) Stock or another financial inter-
est in a multifamily project or single 
family dwelling, cooperative unit, or 
condominium unit, which is owned or 
subsidized by the Department, or which 
is subject to a note or mortgage or 
other security interest insured by the 
Department, except to the extent that 
the stock or other interest represents 
the employee’s principal residence. 
Employees who wish to purchase a De-
partment-held property as a principal 
residence must adhere to the proce-
dures established by the Assistant Sec-
retary for Housing for the administra-
tion of the property disposition pro-
gram set forth in HUD Handbook 4310.5; 

(5) Any Department subsidy provided 
pursuant to Section 8 of the United 

States Housing Act of 1937, as amend-
ed, (42 U.S.C. 1437f) to or on behalf of a 
tenant of property owned by the em-
ployee. However, an employee may re-
ceive such a subsidy when: 

(i) The employee acquires without 
specific intent, as through gift or in-
heritance, a property which at the time 
of acquisition has a tenant receiving 
such a subsidy, but only as long as that 
tenant continues to reside in the prop-
erty; 

(ii) An incumbent tenant who has not 
previously received such a subsidy be-
comes the beneficiary thereof, but only 
if there is no increase in that tenant’s 
rent upon the commencement of sub-
sidy payments other than normal an-
nual adjustments; or 

(iii) The tenant is the parent, child, 
grandchild, or sibling of the employee, 
but only if there is no increase in that 
tenant’s rent upon the commencement 
of subsidy payments other than normal 
annual adjustments; or 

(6) Any direct creditor interest in a 
mortgage insured by the Department. 

(b) Exception to prohibition for certain 
interests. Nothing in this section pro-
hibits an employee, or the spouse or 
minor child of an employee, from ac-
quiring, owning, or controlling: 

(1) An interest in a publicly traded or 
publicly available investment fund 
which, in its prospectus, does not indi-
cate the objective or practice of con-
centrating its investments in resi 
dential mortgages or securities backed 
by residential mortgages, except those 
of the Government National Mortgage 
Association (GNMA), and the employee 
neither exercises control nor has the 
ability to exercise control over the fi-
nancial interests held in the fund; 

(2) A limited partnership interest in a 
partnership which has at least 5,000 
partnership interests, and no more 
than 25% of the gross value of the part-
nership interest constitutes projects 
subject to HUD held or insured mort-
gages or projects currently receiving 
the benefit of HUD subsidies; or 

(3) Mortgage insurance provided pur-
suant to section 203 of the National 
Housing Act (12 U.S.C. 1709) on the em-
ployee’s principal residence and any 
one other single family residence. 

(c) Reporting and divestiture. An em-
ployee must report, in writing, to the 
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appropriate agency ethics official, any 
interest prohibited under paragraph (a) 
of this section acquired prior to the 
commencement of employment with 
the Department or without specific in-
tent, as through gift, inheritance, or 
marriage, within 30 days from the start 
of employment or acquisition of such 
interest. Such interest must be di-
vested within 90 days from the date re-
ported unless waived by the Designated 
Agency Ethics Official in accordance 
with § 7501.103. 

§ 7501.105 Outside employment. 

(a) Prohibited outside employment. Sub-
ject to the exceptions set forth in para-
graph (b) of this section, HUD employ-
ees, except special Government em-
ployees, shall not engage in: 

(1) Employment involving active par-
ticipation in a business dealing with or 
related to real estate or manufactured 
housing including but not limited to 
real estate brokerage, management and 
sales, architecture, engineering, mort-
gage lending, property insurance, ap-
praisal services, construction, con-
struction financing, land planning, or 
real estate development; 

(2) Employment with a person, other 
than a State or local government, who 
engages in lobbying activities con-
cerning Department programs or who 
is required to report expenditures for 
lobbying activities or register as a lob-
byist under 42 U.S.C. 3537b or similar 
statutes which require the registration 
of persons who attempt to influence 
the decisions of officers or employees 
of the Department; 

(3) Employment as an officer or di-
rector of a person who is a Depart-
ment-approved mortgagee, a lending 
institution or an organization which 
services securities for the Department; 
or 

(4) Employment with the Federal Na-
tional Mortgage Association, the Fed-
eral Home Loan Mortgage Corporation, 
the Federal Home Loan Bank System 
or any affiliate thereof. 

(b) Exceptions to employment prohibi-
tions. The prohibitions set forth in 
paragraph (a) of this section do not 
apply to serving as an officer or a 
member of the Board of Directors of: 

(1) A Federal Credit Union; 

(2) A cooperative or condominium as-
sociation for a housing project which is 
not subject to regulation by the De-
partment or, if so regulated, in which 
the employee personally resides; or 

(3) An entity designated in writing by 
the Designated Agency Ethics Official. 

(c) Prior approval requirement. (1) Em-
ployees, except special Government 
employees, shall obtain the prior writ-
ten approval of an Agency Ethics Offi-
cial before accepting compensated or 
uncompensated employment: 

(i) As an officer, director, trustee, or 
general partner of, or in any other po-
sition of authority with, either a for- 
profit or non profit organization which 
directly or indirectly receives assist-
ance from the Department. 

(ii) With a State or local govern-
ment; or 

(iii) In the same professional field as 
that of the employee’s official position. 

(2) Approval shall be granted unless 
the conduct is inconsisent with 5 CFR 
part 2635 or this part. 

(d) Voluntary services. Subject to the 
restrictions and requirements con-
tained in the conflict of interest laws, 
5 CFR part 2635, and this part, employ-
ees are encouraged to volunteer their 
personal time to nonprofit organiza-
tions. 

NOTE TO § 75.105: An employee assigned to 
serve in an official capacity as the Depart-
ment’s liaison representative to an outside 
organization is not engaged in an outside ac-
tivity to which this section applies. Notwith-
standing, an employee may be assigned to 
serve as the Department’s liaison representa-
tive only as authorized by law, and as ap-
proved by the Department under applicable 
procedures. 

§ 7501.106 Additional rules for certain 
Department employees involved in 
the regulation or oversight of Gov-
ernment sponsored enterprises. 

(a) The following rules apply to cer-
tain Department employees whose du-
ties involve the regulation or oversight 
of Government Sponsored Enterprises, 
specifically the Federal National Mort-
gage Association (FNMA) and the Fed-
eral Home Loan Mortgage Corporation 
(FHLMC). This section is in addition to 
§§ 7501.101 to 7501.105. 

(b) Definitions. For purposes of this 
section, the following definitions are 
applicable: 
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